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Cover 

Mine and plant site from the access road. Our property 
covers an area extending for 10 miles NW and 9 miles 
SE from this site. The headframe pictured on back 
cover is located above the Little Chief underground 
orebody. Whitehorse City center is 8 miles from the 
mine. 
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Directors’ Report to the Shareholders 


Your Directors are pleased to present their report on the operations of the Company and the 
joint venture which it manages, for the year ended December 31, 1974. 


Prices for copper, gold and silver peaked in 1974 and produced earnings for the year of 
$2,981,000, equal to 88¢ per share, compared with $2,085,000 or 62¢ per share for 1973. The 
flow of earnings enabled us to retire the Series “A” bonds in full on January 31, 1975. At that 
date there remained outstanding the $2,850,000 Series “B” Income bonds, which are due De- 
Cember 3 e076. 


Reduced demand for copper caused by the recession in the United States and weakening 
economies elsewhere have depressed current prices. The effect of this, together with in- 
creased costs being faced by the joint venture operation, will probably preclude the repay- 
ment of the Series “B” bonds by the end of this year. While our equity in the undistributed 
operating profits of the joint venture is sufficient to repay the debt, much of the undistributed 
profits must be retained as working capital. In the light of current metal prices and increasing 
costs, capital and exploration expenditures in 1975 are being kept at minimum, consistent with 
the orderly development of the mine. 


Underground ore reserves increased as a result of a southward extension located on the 
1830 level of the Little Chief orebody. Drilling to test for further extension is continuing. Pre- 
cious metal content is of increasing importance and the 45% improvement in the grade of gold 
in the ore milled during the year is of particular note. 


Forward sales of a portion of our copper production were made during the year and have 
to date been profitable. The prices fixed by forward sales outstanding at year end have been 
included in computing the value of concentrate settlements receivable. 


The effects of inflation caused the Company to agree to a voluntary re-opening of its con- 
tract with the United Steelworkers of America, in June, 1974. The increases granted at that 
time and for the one year contract extension to December. 31, 1975 have significantly affected 
mining costs. Comparable salary adjustments for non-union personnel were also made at 
mid-year. 


Concentrate production for 1975 is being sold through the remainder of the sales contract 
with Hudson Bay Mining and Smelting Co., Limited. Transportation and smelter charges will 
continue to increase during the year. Discussions and market research are under way for the 
sale of 1976 and subsequent years’ production. Preliminary indications are that the existing 
contract can be extended on satisfactory terms. 


The current level of copper prices and the impact of inflation indicate that 1975 will be a 
lean year for Whitehorse Copper, but with expectations for subsequent improvement in prices, 
and with the demonstrated capabilities of our employees, your Directors have confidence in 
the long term profitability of the Company. 


On behalf of the Board 


Dacleatee st 


David Taylor 
March 4, 1975 President 
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Milling 


Ore milled from underground — tons (dry) .............. 
Ore milled from dump sample — tons (dry) ............. 
Average head grade — % COPPer.... 2... cece eee eens 
Average concentrate grade —% Copper f.0%... 6.2.8: 
Copper recovered in concentrate from ore milled — % 
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Covered coarse ore pile. The unique design and construction of the cover permits the circulation of hot air to 
prevent the ore from freezing. 


Year Ended December 31 


1974 


629,109 
78,252 
457,343 
9,362 


617,841 
8,700 
1.84 
36.89 
90.40 
27,848 


20,810,768 
17,731 
209,512 


USWA: 


660,575 
66,897 
260,000 
10,610 


700,054 
1.83 
39.23 
84.33 
27,484 


21,563,064 
13,888 
250,627 


Joint Venture Operations 


The tonnage of ore hoisted was 5% less than for 1973 because of problems in handling 
large muck. A crusher is being installed on the 1700 level to correct this problem, with the 
expectation that mining production can be increased. The quantity of ore milled was less be- 
cause of the foregoing and the inclusion in the 1973 figure of 38,800 tons of ore previously 
stockpiled. 


Improved circuit efficiency effected partly by an additional ball mill installed for tertiary 
grinding, and a change in ore type, resulted in a significant increase in the recovery of copper 
in the mill circuit. The average recovery of 90.4% achieved during the year is well above that 
forecasted in our feasibility study and resulted in 1974 copper production remaining within 
3.6% of 1973 production, notwithstanding the decline in tons of ore milled. 


The production development and drilling required to extract the remaining ore above the 
1750 level should be completed by October, 1975. This ore is scheduled to provide produc- 
tion to August, 1976. Development below the 1750 level is currently in progress. 


The tailings dam is nearing capacity and construction of an extension is to commence in 
1975, and will continue over a three year period. A substantial capital outlay will be required. 


During 1974 the Company employed an average of 205 persons whose total wages, including 
fringe benefits, amounted to $3,513,000. 


Ore Reserves 


Estimates of joint venture geological underground ore reserves at December 31, 1974 and 
1973 are as follows: 


1974 1973 
Tons % Copper Tons % Copper 
site CMT eect 2 Olea 2.01 2,585,640 2.52 
MidGlesCiniei sre Gee 596,748 PLANS) 596,748 Pais 
3,567,980 2533 3,182,388 2.45 


The tonnage and copper metal finally recovered will depend upon mining methods em- 
ployed. It is currently estimated that recoveries from stopes will be 100% of tonnage at 83% of 
the copper contained in the ore grade and from pillars will be 110% tonnage at 75% of the 
grade. 


In addition, the Company has low grade mineralized zones at various surface locations 
containing proven and probable reserves totalling 2,637,680 tons averaging 0.91% copper 
(diluted). These have remained unchanged from 1973, and the Company continues to regard 
these reserves as uneconomic under current conditions. 


Exploration 


Exploration was undertaken on the property and in the region around Whitehorse. 


The continuation of a deep surface diamond drill hole on the Valerie showing was halted 
at a depth of 3558 feet. Some well developed patches of skarn were present in the deeper 
parts of the hole, but there were only traces of copper. 


North of the War Eagle pit two short holes to test induced polarization chargeability peaks 
encountered pyritic quartzite, which is thought to explain the presence of the anomalies. 


A total of four holes were drilled in the area of Black Cub South, one of the holes passing 
below the open pit. Some skarn and minor mineralization was encountered. 


The contact between the main diorite and the sediments south of the Cowley Park de- 
posit was explored by two diamond drill holes but no notable discoveries were made. In the 
same area a strong magnetic response 150 feet long proved to be a remnant roof pendant of 
magnetite and silicate skarn closely enclosed on two sides by diorite. The skarn contained 
minor amounts of copper. 


Exploration of a preliminary or reconnaissance nature was carried out over numerous 
areas and showings in the region around Whitehorse. An option was taken on a group of 43 
claims covering an area on the slopes of Jackson Creek, 18 miles northwest of our property, 
where copper bearing magnetite skarns have been located on the contacts between Lewes 
River limestone and a cretaceous diorite. Follow-up diamond drilling is planned for this prop- 
erty in 1975. 


Hudson Bay Exploration and Development Company Limited and Anglo American Corpo- 
ration of Canada Exploration Limited have continued to explore the northern part of the 
Company's claims under the terms of the exploration joint venture. As a result of intensive 
diamond drilling in the Grafter-Best Chance area, several interesting sections of copper 
mineralization were located but nothing of economic significance was discovered. 
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Bank of cyclones classifies ore particles for flota- 
tion. The oversize is returned to the ginding circuit 
while the balance passes to the flotation system. 


Flotation cells in operation. The finely ground ore 
passes through the Maxwell cell in the first stage of 
flotation and then to these Denver cells in the sec- 
ond stage. 


Compressor house which provides compressed air 
for underground air operated equipment. 


Statement of Financial Position as at December 31, 1974 


CURRENT ASSETS 
Cash and short-term deposiis....... 4 
Operating profits receivable from joint venture (note 1) .......... 


DEDUCT: 

CURRENT LIABILITIES 
Accounts payable and accrued liabilities... 3... 
Provision jor Yukon (OVally 36.3655. 4. 
Accrued intereSt... 0 6 
Current portion of long-term debt (note 5)... 2... 


WORKING CAPITAL... CC . 


OTHER ASSETS 
Investment in and loan to joint venture (note 2) ................. 
Mining properties (note 2) a 
Plantand equioment (ole 4)... 2.62 


DEDUCT: 
LONG-TERM DEBT less current portion (note 5).................... 


SHAREHOLDERS EQUITY... =. Crt 


REPRESENTED BY: 
CAPITAL STOCK (note 6) 
Authorized — 
6,000,000 shares without nominal or par value 


Issued and fully paid — 
3,384,002 shares (1973 — 3,383,202 Snares)................. 


RETAINED EARNINGS ........ 21. tiasti(<‘“‘éSCOCOSCS*S*SCW 


SIGNED ON BEHALF OF THE BOARD 
DAVID TAYLOR, Director 


J.S. WARICK, Director 


Auditors’ Report to the Shareholders 


1974 
$ 


27,466 


4,638,905 
4,666,371 


5,235 
221,008 
49,479 
3,932,639 


4,208,361 


458,010 


6,991,288 
681,158 

_ 3,823,607 
11,954,063 


318,619 


11,635,444 


7,223,967 


4,411,477 
11,635,444 


1973 
$ 


5,413 
4,719,075 


4,724,488 


9,235 
200,000 
991,766 

3,495,000 


4,696,023 


28,465 


7,941,206 — 

675,058 
4,600,512 
13,245,241 


4,592,819 


8,652,422 


7.221 554 | 


1,430,871 
8,652,422 


We have examined the statement of financial position of Whitehorse Copper Mines Ltd. as at December 31, 
1974 and the statements of earnings and retained earnings and changes in financial position for the year 
then ended. Our examination included a general review of the accounting procedures and such tests of 
accounting records and other supporting evidence as we considered necessary in the circumstances. 


In Our Opinion these financial statements present fairly the financial position of the company as at De- 
cember 31, 1974 and the results of its operations and the changes in its financial position for the year then 
ended, in accordance with generally accepted accounting principles applied on a basis consistent with that 


of the preceding year. 


Vancouver, B.C. 
February 3, 1975 


COOPERS & LYBRAND 


CHARTERED ACCOUNTANTS 


Statement of Earnings and Retained Earnings for the 
Year Ended December 31, 1974 


REVENUE 
Sale OF joint venture operating proll  ... ge 
Less: Share of joint venture depreciation and amortization ... 
Net share of joint venture earnings 
Ureres| (iCOMe. 8 


EXPENSES 
Payee yauOn i 
mieec| On ong-lerm debi... 
Boa) a 
Depreciation 
Amortization 
Yukon royalty 


NE’ EARNINGS FORTHE YEAR..............2.................. 
RETAINED EARNINGS (DEFICIT) — BEGINNING OF YEAR ........ 


RETAINED EARNINGS — END OF YEAR......................... 


BanmninGs PER SHARE (jcicG)...................... 


Statement of Changes in Financial Position for the 
Year Ended December 31, 1974 


FUNDS WERE PROVIDED BY: 
Client Operations... sk 
Loan fepayient...... ss. ttt wt i 
Pouliomet disposal 
Sale of capital stock 


FUNDS WERE USED FOR: 
Uyesinen| MjOINL VeniUle .......... .........5,......-- 
boa OO Venluie .. a 
PCCUIStION OL MINING DICDEMICS ... 52.5 ee. 
Peciciion OL lOng4erm Geb... er 


INCREASE (DECREASE) IN WORKING CAPITAL.................. 
WORKING CAPITAL — BEGINNING OF YEAR .................... 


WORKING CAPITAL — END OF YEAR ........................... 


1974 
$ 


5,656,304 
701,399 
4,954,905 
35,971 
4,990,876 


55,337 
539,109 
77,531 
775,240 
323,466 
239,587 


2,010,270 


i ee 


1,430,871 


4,411,477 


1974 
$ 


4,780,711 
134,567 
1,667 
2,416 
4,919,361 


209,516 
6,100 
4,274,200 
4,489,816 


429,545 


28,465 


458,010 


19/73 
$ 


2,200,000 
957,054 
4,308,751 
32,019 


4,341,326 


46,876 
688,156 
37,698 
820,384 
463,258 
200,000 


2,290,312 


2,084,954 


(654,083) 


1,430,871 


A9TS 
$ 


4,325,884 
30,000 


36,428 
4,392,312 


61,892 
1,125 
4,345,963 
4,408,980 


reel 


(16,668) 


45,133 


28,465 


Notes to Financial Statements 
for the Year Ended December 31, 1974 


1. Accounting Policies 

Operating profits receivable from joint venture 
Joint venture operating profits receivable by the company are represented by its share. of he n 
current assets of the joint venture and accordingly are classified as a current asset. Their payment, 
however, is on a cash basis and is largely dependent upon the receipt by the joint venture of con- 
centrate settlements and the amount of working capital to be retained, and will not necessarily be 
made within a one year period. ee 

Investment in joint venture SS 
The company’s investment in the joint venture and its share of joint venture earnings are accounted : 
for on an equity basis. : 


Amortization of deferred costs related to the joint venture is provided on the unit of procnere oF 

method based on presently estimated recoverable ore reserves. . : 
Depreciation 

Plant and equipment is depreciated on a straight-line basis over the estimated useful life of the « as- oo 

sets. oe 


2. Investment in and Loan to Joint Venture : 

(a) On August 31, 1971, the company entered into a joint venture operating agreement with Hudeon i 
Bay Mining and Smelting Co.,Limited (Hudbay) and Anglo American Corporation of Canada Ex- 
ploration Limited (Amex) for the underground development and exploitation of the Little Chief and 
Middle Chief orebodies, and certain contiguous mineral properties. The benefits to be derived 
from the joint venture are to be shared amongst the owners as to one-sixth by each of Amex and ~ 
Hudbay and as to two-thirds by Whitehorse Copper Mines Ltd., being their respective interests. 


The financial statements of the joint venture for the year ended December 31, 1974 appear as ~ 
Appendix A hereto. _ 


(b) The company’s investment in and loan to the joint venture is as follows: 


1974 1973 
Equily In jOiel venlure 4... 7... 8) 3,084,398 3,576,280 
Deferred expenditures, property acquisition and other costs a 
related to the joint venture — at cost................... 4,269,096 4,209,096 
Less: Accumulated amortization and write-downs............. 2,486,727 2,163,250 - 
1,782,369 2,105,838 
Loan to joint venture (Appendix A — note 1(a)) .............. 2,124,521 2,200,050: - 
6,991,288 7,941,206 


(c) Each of the owners is contingently liable for the debts of the joint venture to the extent that such 
liability exceeds its respective interest, with the right of recovery of such excess from the others. 


3. Mining Properties 

(a) Hudson Bay Exploration and Development Company Limited (Hbed) and Amex have been 
granted the right and option to explore and develop certain mineral claims north of the Little Chief 
area. They have agreed to spend $300,000 on exploration work by April 30, 1975 and then have 
an option to acquire a sixty percent interest in a portion of the claims by the further exploration 
expenditures of $200,000 by April 30, 1977. Should the company not elect to participate in the — 
further development of the designated claims, Hbed and Amex may increase their interest to — 
seventy-five percent. 


(6) The amount shown for mining properties represents cost to date and does not necessarily reflect 
present or future value. 


4. Plant and Equipment 
(a) Plant and equipment is stated at cost less accumulated depreciation and is as follows: 


1974 1973 
$ $ 
Mining equipment and plant and equipment ................. 7,604,784 7,606,450 
Staff houses and land... .. =... 644,145 644,145 
Equipment held lortesale. cs 531,849 531,849 
COSt ce eg 8,780,778 8,782,444 
Less: Accumulaied depreciation .. «2... 3. 4,957,171 4,181,932 


3,823,607 4,600,512 


(6) During the term of the joint venture operating agreement, the joint venture has the right to use the 
companys plant and equipment. After Hudbay and Amex have been paid an aggregate of 
$6,500,000 as their share of the joint venture operating profits ($3,036,844 has been paid to De- 
cember 31, 1974) the company is entitled to recover a depreciation charge from the joint venture. 


5. Long-term Debt 
(a) Long-term debt is as follows: 


1974 1973 
$ $ 

Series “A” 9% First Mortgage bonds due December 31, 1976 . 1,073,039 4,900,000 
Series “B” 7% Income bonds due December 31, 1976 ........ 2,850,000 2,850,000 
Morcece OaS 328,219 337,819 
4,251,258 8,087,819 
Less: Current portion included with current liabilities .......... 3,932,639 3,495,000 
318,619 4,992,819 


Interest and principal on the bonds is repayable quarterly out of the operating profit, as defined. 
Operating profit includes operating profit actually received from the joint venture, as described in 
note 1. 


Mortgage loans bearing interest at rates varying from 6%4% to 9/2% are due by 1994, repayable at 
$3,924 per month, including principal, interest and taxes, and are secured by charges on residen- 
tial land and houses. 


(b) The Series “A” and Series “B” bonds are secured by a deed of trust and mortgage constituting 
first fixed and floating charges on all properties and assets of the company including its interest in 
the joint venture assets, but excepting residential land and houses. 


(c) Hudbay and Anglo American Corporation of Canada Limited, the purchasers of the Series “A” 
bonds, have the right of first refusal to participate in future financing of the company’s mining 
properties. 


6. Capital Stock and Fully Diluted Earnings Per Share 
(a) The following options to senior salaried employees to purchase shares of the company were out- 
standing as at December 31, 1974: 


1,600 shares at $1.87 per share to October 26, 1977. 
48,000 shares at $3.02 per share to January 23, 1979. 


Options for 800 shares were exercised during the year for a total cash consideration of $2,416. 


(b) Anmercosa Investments Limited and Hudbay each have the option to purchase 200,000 shares at 
$3.125 per share on or before December 31, 1975. The company has agreed to apply the pro- 
ceeds of the options, if exercised, to payment of the bonds. 


(Cc) The payment of dividends is prohibited until the bonds described in note 5 have been repaid. 


(d) Fully diluted earnings per share, calculated on the assumption that the above share options were 
exercised at the beginning of the year, would be 81¢ (1973 — 58@). 


7. Income Taxes 

No provision for income taxes has been made for the year ended December 31, 1974. Taxes other- 
wise payable, amounting to $1,100,000, have been eliminated by the deduction of development ex- 
penditures not previously utilized in calculating taxable income, but which had been written off against 
earnings of prior years. In addition, as at December 31, 1974, the undepreciated capital costs of the 
fixed assets and the balance of deferred development costs for income tax purposes are approxi- 
mately $9,600,000 in excess of their respective net book values, and this excess is available for appli- 
cation against income otherwise taxable in future years. 

The company has a prior year’s loss for income tax purposes of approximately $1,000,000 which will 
be carried forward and may be utilized, up to and including 1976, to reduce income otherwise tax- 
able. 


Application for a tax-free period was made for the Little Chief Undergound Mine. This tax-free period 
will end December 31, 1973 and accordingly no provision for income taxes was made for that year. 
As at the date of these financial statements, the company had not been advised of the decision of the 
Minister of National Revenue. 


8. Remuneration of Directors and Senior Officers 

_ The aggregate direct remuneration paid by the company and the joint venture during 1974 to the di- 
rectors, senior officers and five highest paid employees (4 of whom are mine personnel) amounted to 
$181,542 (1973 — $171,407). 


APPENDIX A 


Statement of Financial Position of the Joint Venture 


as at December 31, 1974 


CURRENT ASSETS 
Cash and short-term deposits 
Accounts receivable 
Concentrate settlements receivable (note 2) 
Mine materials and supplies, at the lower of cost 
and net realizable value 
Prepaid expenses 


DEDUCT: 
CURRENT LIABILITIES 


Accounts payable and accrued liabilities 
Operating profits payable to joint venture owners 


WORKING CAPITAL 


DEFERRED EXPENDITURES AND FIXED ASSETS (note 3) 


DEDUCT: 
LOAN FROM WHITEHORSE COPPER MINES LTD. (note 1) 


OWNERS’ EQUITY 


Statement of Joint Venture Owners’ Equity 
for the Year Ended December 31, 1974 


OWNERS’ EQUITY — BEGINNING OF YEAR 
Net earnings for the year 


Deduct: Operating profits, as defined, payable to owners 


OWNERS’ EQUITY — END OF YEAR 


Statement of Earnings of the Joint Venture 
for the Year Ended December 31, 1974 


REVENUE FROM CONCENTRATE PRODUCED (note 2) 
Less: Treatment and marketing costs 


INTEREST INCOME (EXPENSE) 


EXPENSES 
Concentrate production costs 
Administration 
Exploration 


OPERATING PROFIT 


Depreciation 
Amortization 


1974 
$ 


1,455,205 
28,684 
6,355,846 


948,835 
2,284 


_ 8,790,854 


869,301 


6,958,357 


7,827,658 


963,196 


5,787,919 


6,751,115 


2,124,521 


4,626,594 


1974 
$ 


5,364,418 
7,432,357 


12,796,775 
8,170,181 


4,626,594 


1974 
$ 


19,455,250 
3,511,207 


15,944,043 
113,352 
16,057,395 


6,711,643 
833,439 
27,858 
7,572,940 
8,484,455 
323,409 
728,689 
1,052,098 
7,432,357 


1973 
$ 


390,760 
48,111 
8,164,002 


610,954 


32,680 
9,246,507 


796,767 


TGS SII 
8,148,744 


1,097,763 


6,525,743 


7,623,506 


2,259,088 


5,364,418 


1973 
$ 


6,800,000 


6,463,125 


13,263,125 


7,898,707 


5,364,418 


1973 
$ 


17,587,316 


3, 1933809 


14,393,507 
(66,400) 


14,327,107 


5,728,150 
665,522 


34,728 
6,428,400 
7,898,707 


391,900 


1,043,682 
1,435,582 
6,463,125 


Statement of Changes in Financial Position of the Joint Venture 
for the Year Ended December 31, 1974 


1974 1973 
$ $ 


FUNDS WERE PROVIDED BY: 


Operating profit 8,484,455 7,898,707 
LOAMnOM NN niteMorse CoppemMIMeSiEtds 22 yescee cq e eens es nee e se owes 61,892 


8,484,455 7,960,599 


FUNDS WERE USED FOR: 


Deferred expenditures and fixed assets 314,274 158,860 
Repayment of loan from Whitehorse Copper Mines Ltd 134,567 
Operating profits paid or payable to joint venture owners 8,170,181 7,898,707 


8,619,022 8,057,567 
134,567 96,968 


1,097,763 1,194,731 


963,196 1,097,763 


Notes to Financial Statements of the Joint Venture 


for the Year Ended December 31, 1974 


1. 


Joint Venture 


(a) Under the terms of the joint venture operating agreement, Whitehorse Copper Mines Ltd. was obligated to ad- 
vance at least $2,000,000 in the form of working capital assets or cash. The loan is repayable to Whitehorse 
Copper Mines Ltd. upon completion of the joint venture program or earlier to the extent that working capital 
requirements are reduced. Interest at 9% per annum, is payable on advances in excess of $2,000,000. 


(6) Joint venture operating profits, or losses, as defined, are to be calculated quarterly and profits are to be paid to 
the owners pro rata to their respective interests in the joint venture. 


. Concentrate Settlements Receivable and Revenue from Concentrate Produced 


Concentrate settlements receivable are valued at the estimated selling price based on metal prices prevailing at 
December 31, 1974, or the price fixed from forward sales, less estimated cost of treatment and marketing. 


. Deferred Expenditures and Fixed Assets 


1974 1973 
$ $ 
Deferred Expenditures 
Mine and shaft development — at cost 5,787,756 5,787,756 
Less: Accumulated amortization 1,772,371 1,043,682 


4,015,385 4,744,074 
Fixed Assets 
Mining equipment — at cost 810,228 657,736 
Plant and equipment — at cost 1,985,878 1,824,097 
2,796,106 2,481,833 
Less: Accumulated depreciation ; 1,023,572 700,164 
1,772,534 1,781,669 
5,787,919 6,525,743 


Depreciation of fixed assets and amortization of deferred expenditures are provided on the unit of production 
method based on presently estimated recoverable ore reserves. 


